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The status of the Ue S. Office of f&ucation-spcnsored

'Natibnal Dlrect student Loan funds.at 19 selected postsecondary
schools was reviewed. Enabling legislation intended that schools !

attain -a revolving fund status but each schocl differs in its ability-

to do: this because different loan collection prccsdurés are used.

- Legislaticn requ;res schools to make loans tc néarly all ellglmle

students and privacy conszderations affect '‘the extent that schools

can pursue -delinquent bcrrowers. Direct locan rec1plent= dispiay
dlfferent payback characteristics aependlng on the type‘of

institution they attend. This factof could account for part af. the-"

difference in. the. abllity of institutions to attain a self-sustaining

revolving fund status; The type of school is a major factor related
to &elxnguency rates. Two-year publlc and. proprietary institutions

appear to have the greatest rfoblem, It is uplikely that the najorlfy'

. - of scngglsfpart1c1pating in, the program: will achieve a-
,self-sustalnlng revolving fund status anytime scon.. uanagenent \
‘practjces at participating 1nst1tut;ons are. discussed and it is

conclided that most gchools complied with due diligence regulrements.

; Borrover profiles were- developed based on a study. of demograghic,

financial, academic, and direct .loan status factors. Bcorrower'

N charac teristics most andgieaet associated uith aellnquency are
. *outiined._(Si) _ _ ,_‘ . , .
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schools. Enabhng Ieglslatnon |ntented that schools’ i

T .':status but eat:h school d:ffers in its, ablhty to do thls b

-dlfferent loan collectlon procedures aré used
--legislation requures sz:hools to make Ioans to
. dentsfand

o \ --privacy consrderatlons affect the extent that 5C

. quent borrowers

N g Drrect’ Loan reclplents dléplay dlfferent paybaek ch
- .- on_the type of. institution they- attend-2-year publi

" 4-year public or prlvate nonprofit, or proprietary. 1
part of the d.lfference in: the abilitv of mstltutlons tc

. revolvmg fund. status, 'f

. 'The type of school i a major factor rela'ted to de
*. public_and propnetary institutions appear to-have the
" unlikely that:the & 1ajority. of schools. partrcupatmt
: achleve a self-sustamung revolvmg fund status anytlm/e
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‘Chalrman,'éommlttee on'the Eudgetih , @;
: Unlted Staﬂﬁs Senate T .%t:’ Co

.;Dear Mr. Ghélrman- . ; ;; . g;f'

"“observationsion the statug of National Direct Studen

Direct: Student ‘Loan Program ‘is administered by the,

COMPTROI:;:ER GENE AI: or-' THMNITED s-rﬁm:s' U

S/yue -

,,,,,, N e

,a

 This report contalnsilnformatlon and our'’

Loar funds at selected institutions: The National |

COffice of Education of ‘the- Bepartment of- Health Edu-

catlon, and Weifare. We examlned student and 1nS;1—

tut ons., The \eport dlscusses varlous factors that

e — — — —

affect the ab111ty of these 1nst1tut10ns to attrln
a self-sustalnlng revolv1ng fund status. B

.Due to the\@dditional t1me requlred to obialn

. written agency comments, you- requested that we/not

obtain -them:. - HoWever, the contents of this report

were discussed with Department of Health Edu\atlon[

and'Welfare off1c1als.. L

\

_As’ requested by your office,: wef"

of .this report to interesdted parties.

avallable to. others upon request

Bt
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L - Since ﬁﬁé;ﬁéﬁﬁonalypiréct'Stﬁ@éﬁﬁ'ﬁ@éﬁ,?gogram
'~ - began in 1958}, the' net éﬁmﬁlagjvg_Federal;capiiv

‘tal contribution  has totaled over $3.6 billion.

. ‘Fiscal year 1977 apPpropriations were $323.3 mil-
¢~ . lion. Enabling legislation intended that

schools ‘attain a revolving fund status; but each
. school ﬁifﬁ%;ggin;its'abi;ityﬂpb do tiris because:
2??§§E§é§65§§E§_§;¥ooig managg,;ﬁégﬁiaéféﬁ‘ditiére:
“ently and vary in the aégiggioﬁ;dilfééhdé_Wifh,6
- which /they attempt ééiiection;pf_logﬁ accounts; -

N

'f—Lbénvdéliﬁd&éﬁ@?;ﬁ:oblems,différ"dépéﬁﬁiﬁérupon o

~ the type: of 'institution. "(See pp. 16 to 18.)

==Direct Loan Program legislation requires &chools: -
‘to make loans to nearly all eligibie students;

o regardless of their credit worthiness. (See
. Ch. 3v) S - < : o
. "%”';7\3 *,”:;_f,,{kf-iff B ,;,,,,.__;,, 7,‘;1";!—
—-Other legislation affects the .extent to which _
-,hschbd;é,ééﬁrﬁgrsue:delianéht.bbrtéwéféi S
o (Sééreﬁia33) » PR o ' o
S S i

. At June 30, 1977, 14'of the 15 postsecondary-
schools  GAD reviewed had cumulative delinquency

'“ : rates of  at least 18 percent. Of these,; 8 had
-, rates of 30 percent or -higher, ‘Individual rates . .
. . for the 19 schools ranged from 5 to 78 percent.
';;Thé’éﬁéié'lrrgte for,thé‘19»Séhéb;iﬁwas_217pér:

‘cent. The total ‘principal outstanding Ondelinht,// |

- Quent loanswas $1132 million. Of the $11.2-
e ) @iliion;"$5,l.millié@iiépresgnted payments over-
due 1ong§r_théﬁ-126 days. (See p." 15.) ) :

|
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The type of school is a major factor related to .

”-delznquency rates--2-year public and proprletary

_institutions appear to have the greatest

”problem (See p. 17. ) - . _ .;h”f.;

-~

Only .5 of- the 19 schools dld not requést
Federal capital contributions for 1977-78.

-;Because of " the problems. c1ted above, and

y believés most of the-j-.
. ... Ssch ing in the program will not
- Wa hieve a self-sfistaining revolv1ng fund © .

atus anytime soon.. (See pp..9 l7, and 34;) - -

L schools partlc

o

Ex1st1ng program legislatron regulres schools

to lend E979695i2,§ii,91i§i519 students and.

'.from the schools v1ewp01nt ra1se two questions

quency rates through tightenlng eligl-*--'
‘bility requirements, thus eliminating

- high- r1sk borrowers from the. program°

A 'j—-Should prlvacy conslderatlons, which
" Lsso’ . hamper efforts to locate’ delmqaéﬁf
‘ S borrowers, be relaxed°-~h )

5'-,"

might affect dellanency rates at schools, ané
.c0ndltlons;wh1ch would have. to be _present in
order for schools to. atta1n a’ self—sustatntng

_revolv1ng fund status. .(See ch ) : - S
: - S
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.. Basic Educational .77progfam which pr0V1des f1nanc1ai
Opportunlty Grant - assistance to eligible (s students.
_~Program ' . ‘ﬁ*_Baslc grants are to be the founda--

'Gaﬁééiiétions S Forglveness of 1oans made to

- borrowers who serve: in Head

S Start'igertaln teaching capac1t1e ]
- Co . 'or (under certain conditions) '

. : ' ‘in the 'Armed Forces; or who.

die, become d1sab1ed, or declare

'bankruptcy4 .

GollegefWork Study iAn aid. program whlch prOV1des part-‘ ff

Program - time jobs for f1nanc1ally ﬂeedy
Program - - Job

c S stadents.. , ':'f .
Béfaﬁit, S ;f;' A term deflned 13 the Educatron

Amendments of 1976 as the :

: days { for 1o s répéiaﬁle ,3
-in monthly. fnstallments) or’

180 days (fdr loans repayable

1n less fre uent 1nstallments)§

)

~=

Deferments - . . . ' Postponement of repaymentfgbll—

.y o .. . ~gations for borrowers during .

the period they are at_ least'

. half-time students, or%in the 3
*- Armed Force Peace Corps or - DA
VISTA senv1 o : B

Dellnquent iccoﬁnt - an account ﬁor whlch 3 requlred e
upayment has been missed for a

f ' 1_ period of more than 120 days o
: -, ~.regard]ess of the type of pay- -

ment plan. OE will no longer”

v.-use’ this term after July 1978--q o

o Students who recelve fInanc1al oo .

. support from their parents.’

 AD

. . Vatious. egﬁorts wh1ch 1nSt1tut10ns

, o ) partrcrpatlng in Office of Educa-

e . 2w tion loan programs mdst undertake
o .~ . in the cof§

. -
L P WETE .
B R " . E “

ectlon of such loans.
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. Edncational Test1ng A nonprofit organizatiom, founded
Service © .- in. 1947; which is devoted to meas-
'  urement and research in educatron.,

= F1scai Operatioﬁsr A comprehenslve,'annual report

- . Report ' which the Office of Education
f ' - .U "+ requires schools participating
':,'haln 1ts programs to complete.
. Grace period - p‘QThe 9-. to 12-month periogfourxng

which' borrgwers do not have to.

make -payment on lgans and which

~*;  commentes when. the borrower

‘fj' I S A~ .céases to carry atjleast a half- _
" : 'Q\. t1me academlc course load.
EFUREE

Guaranteed. Student ~ _A program that prGV1des students

"~ Loan: Program k with loans (through the private

sector) which are ‘guaranteed

i.a,."by a State or -ponprofit agency

‘or insured by the Federal
_Government agalnst default.

| Iﬁaépéﬁﬁeﬁt ' ".; ”Students,who;are e;ther‘veteraﬁs‘b
students . . or-who, for the calendar year in

which they receive aid or for

do not recelve f1nanc1al support
of more than $600 from their =
. _ . parents, .(b) do rot-reside w1th .
Y .. . their parents for more than 2 o
' " * . consecutive weeks; and (c) ‘have .l

-~ C s 37

mot béen claimed as exemptions 7

J .. . it

PR \ S 'by theIr*parents on. Fedefali AR

s

';f”.', & LR income tax returns.'k;,r AL
e BN . . . . :'1 Lo ¢ :‘-

"Multivariate . - -.An analys1s of . therlnterrelatlon-

correlation analy51s". sh1p of several or more varlables.
\ .

' fPast due accounts " An accouﬁtrfor which a requrrea

i : payment ha, n mxssea ‘for 120
~ ¢ - days

, . OE %ill no longerlyg
' - user thls ’Eqacm after Julyg 1978, -

"3

,,,7;!'—f77| schedule . A documan% sph;lﬁleng the tOtal ‘ .

loan amount and \the due. dates
and gmounts' of repayment :
1nsta11ments. . ok

y

R g




Révolv1ng fﬁﬁd S A fund established te flnance a
B _ .cycle.of operations through o
- ~ . amounts !é:é’c:éiVé'd'by the ‘fund .
Self-sustaining ' The position whio”‘ 7
revolving fund ‘participating in fthe Direct Loaﬁ

status = .- Program: attain. whe amognt z%
- = they collect in I\an pyincipal an
- interest is sufficl -to flnance
new 16§ns. P
<ip 77ing ) v Us1ng va;xousrmeanslfsﬁéﬁ as _«;;;;?‘
: - telephone 'books; ingome tax -« B
h Ieturns and other ‘itdms in ‘order '
e - to .obtain the most recent = . e
LR '_" addresses of dellhquéht borrowersf :
Supplemental Educa- - A program which prov1§§§7f;p§nctnl .
- tional Opportunity a1d to stuq nts of- exceptional Sl
-Grant Program . N ; ‘need who . would otherwise "be unable
A , to continue their educatlon. : g
. la .
' - ,. 7' ; _ ;»:
. = SR
SR / ;.Q. .
SR 7 N .
e -. _ ; * R " R ’
< .. . ’ ‘ . . ; ~t
PR S T ’ ‘
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CHAPTER 1 G

INTROBHCTiQN

L.

. “,’-

In response to an. October 3, 19771 request £t of

L

'dthe Chatrman, Senate Committee: on, the Budget, we

:Welfare (HEW) | “ »

reviewed certain aspects of the Nat10na1 Direct Student

Loan' (Direct Loan). Program, adm1n1$tered by the . Office

of Education (OE), Department of Heaith Educat1on, and

The Chalrman specrfrcally requested that wé

l.1dent1fy the status of program funds at a. sample’of -

institutions and examlne factors that._ explain- apparent '

differences in theirn ability to establish self-sustain-

ing revolving.funds, as was intgndéd in the original

,1eglslat10n., ‘The. Chalrman expressed partlcular 1nteres€

1 n ’ ‘ : 3 .
Lo R AR
" --management praetlces charac istic of the - -

1nst1tutlons, g‘ ‘ e N
~—the rlstrfyoflle of boprowers, and .

o 9
- =-the delinguency. rate and effectrveness of

- — = [ -

lJfgv1nst1tutionai collectlon act1V1ties. e

e 1dentrfxed factogs that explaln d1fferences in

tths'abtirty of ‘a sample of 19 institutions to attain &

'1ncluded on pp.- \“End 36 . : Y

m,m

'National Defensé Student Loan Prog?am tp the Natlonai

se; f-Sustalnlng revolving fund /status,: ‘We also analyzed

borrower risk profile information* at 18 of the 19 dinsti=

tutions. Information on  the scope of work,. 1nclud1ng
samplé selection, and data analy31s methodology is %

PROGRAMABESCRIETION ,f T . ;ffg Y

‘ The D1rect Loan Program was estabizshed underf;;,s

t1tle IT of tha ‘Ndtional Defense Education Act of 1958,.jﬂ

'ds amended. The Education Amendments of;1972 in¢or-:

.porated this ‘title into- part E, title IV& of-the Higher

Education Act of 1965, as: dnended * (20 U.S.C, 1987aa~fﬁ)

,In 1972 the name of the program was changed. from“the "

D1rect Student Loan Program. '¢ﬂ"‘

L
’

Sy O L
\ The program provrdes for the establ1shment of 1oan

funds at postsecondary educatlonal 1nst1tut10ns,,so

K]

- .. .- = .o ' ..:,

e

v PO
-~

- s
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.they' can makevlong term, low—lnterest loans to qualifred//

7 .students whoffleed financigl -assistance to pursie a ‘cougse

of “study on Fleast a half-time basis. ‘Federal funds® .

‘F' . are generally provided ‘each year to partrcrpat1ng insti— -

. tutions. The 'Federal share uhder :the. .program is Q0 per~

TV; cent with the institutions ‘supplying tle remaining 10
% for making

and collectrng the loans.‘.’ . , o P

vy [ .o

percent,‘ .The - institutions are respons1bl

The program 1s one of four O student frnanc1al ald

programs for which f1nanc1al aid officers  at the institu-..
, "tions determine e11g1b111ty and/or the ‘amount of aid. f
‘31' The others .are the Basic Educational’ Opportun1ty Grant,'i
' the College Work-Study, and the Supplemental Educat1onal

T Opportunity Grant Programs, .all of which are’ authorized
co by the Htgher Educat1on Act of: 1965, as: amended B

©

A
o

L }unds ava1lable for the Dirgct Loan Program for
fxscal year 1977 were $323:2 mtllion, '$310.5 million -

of which was for new Federal' capital congr’ ut1oﬁs,

with the ‘remainder. being for student loan c¢ancellations

-« and 1nst1tut1onal loans {made by OE to. an 1nst1tut10n

to enable: ‘that institution to make its share of the -

capital éoﬁfrrbptron)k Since the program began, the

.. net cumulative Feder4l cap1tal contribution has totaled ;
Ovef $3,6 blllion. o : :

n,
~ N . . T _ T
e .\ .

rowwaYors . »

' éas rntended to operate on a revolv1ng fund concept' ;?' e

;fta that is; loans would be made.and, as loan repayments . .-

(prlneipal ‘and interest) were made: by’ borrowers;, newr,\

‘loans -could be made. Each year_ part1t1pat1ng institu~

_U~‘ tions could apply for add1t10nal Federal capital con-
i triBut1Dns.L The amounts needed would depend. on. the

solvency of their funds.from prior years' opera—' TS ).

;:g@ tions; that is; the extent ta which amounts collected
were. suff1c1ent'to enable new loans to be made.. ‘Soie ° :

"~ . insgitutions have achieved a self-susta1n1ng revolving

" fund status, whereas others have not. Those schools in

2 self-sustaining evolving fund status have no further . -

eed for .Federal - capltal contributions as. long as their

funds remain’. -solvent or- unless they want - to expand the
. program.: j;w

A . . . L . . . . B
e » - .

Of the schools whlch have not achieved a self-

sustarnrng revolving fund . status; some have. requested

'new Federal contributions but, because of high delin- - .-

guency rateg -for . their' Direct Loan Program or other

.= ey

problems, are precluded from rece1v1ng ‘new mon1es, and

A —_ L . I A v S _ )
R . . - . PR 3 R » o T e L .
. SRR . e
v -
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,bothers haVe requested and cont1nue to.§ece1ve nC;)f
contrlbutions. Lo ‘:r' v x S

. ) - . 7 77_7 ¥ _';_7#;77 o .7 o ) o oo

o ," OE”d;st;nguIshes among’ the}threeftypés-of;institu- ‘

t1ons 3s'thosé E
| —-voluntarlly ‘not request1ng new Fedesal capxtal
contr1butlons l/,‘ .

. ,vj,—-continu1ng to recelve new monles. a v

Gf over 3, 000 1nst1tutlons part1c1pat1ng in. the Btrect
Loan program, 310 did not requést a Federal capital

contribution for the 1977 -78 award perIod Another’

350 -schools requested ‘but did ‘not receive new monies:

‘The remaining: schools requested and received funds.‘_ﬂ

‘In February 1978, the Secretary,“HEW, stated that

-.as of June 30,1977, an estimated 700,000, students had .

- defaulted on D1rect Loan notes, 1nvolv1ng about $666

'million &n ‘uncollected funds.. Because the program

works on a revolv1ng fund principle; each: defaulted Q;_'Q. B

. loan results._in ‘a-dollar-for-dollar reduct1on 1n the
»-amount of a1d avatlable. S :

In this report, in order to analyze the trend of

Jsohools' cumulative delinguency Tates over the past few

ye%rs, we. used OE"s former method for computing delin-
guency . although we recommended that OE adopt.a new

method in a November 5; 1976; report (HRD-77-17) to the’

--Secretary, HEW. .. Hsually thxs'new method results in

higher. rates’.- Therefore, the rates referred to 1n our
'analyses ?re conservatlve. ’ :

Few schools 1ncluded in our review have achieVed a ¢

self-sustaining" revolv1ng fund status:. About one-third

of the schools included in our review have part1c1pated

in the program since it began: ©One'school which - ;
hak part1c1pated for nearly 20 years, and two schools

’
K

' l/Some of these 1nst1tut10ns may be in thrs fundlng

[ w

~. status for one or more. years “and then revert to

'@3ﬁ“request1ng additional " cap;tal contr1but10ns.

[ . »
. Lo e

ek |
o
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which have participated for 10 years or 1ess are in a =
' self-sustaining revolving fund status. -Appendix II pro- -

- vides -the fund status for the schools inciuded in our
voreviews .. . R - . S

R T A T L IR
4,,;;1h_éfééparatﬁu;ev1gw; we .are examining how Direct

"LoanfProgram funds are disburied and Fow ‘the related . ...

xlances are maintained at the patticipating univer-

" sities, colleges, and trade, schools, to determine if

.- schaols,are requesting excessive, funding and if HEW is .
- - prematurely disbursing-such funds to schoels. - Excessive

cash ‘balance’s are contrary to stated HEW and Department

- -of the.Treasury policies and regulations concerning good .

.4 cash management. Moreover,’ providing Federal funds from
the U.S. Treasury earlier than necessary can force the
Ggvernment into additiomal borrowing to finance its opera-

interest Ct)_st:s.k.i~ ;i

: In February 1978; thé-Sééiéféfyifﬁgﬁ;7§nn0unged;I .

+ - several efforts to address the problem of excess Federal
.cash which may be held in some participating institutions. -
They were to: DR < : L -

. ==Build a new regquirement for a cash flow analysis
into ‘the upcoming revision of the HEW audit - .

-~Formally .obligate institutions to withdraw from

< their account with the Government only those
* . funds needed for loan operations during the

next 30 days.

.==Develop procedures for determining and "recap-
turing" excess amounts of Federal capital from

the revolving funds of participating institutions.

in time to affect allocations for academic: year
1979-80. ' -

We plan to issue to the Congress a report ﬁiééﬁssiﬁg‘

these and other improvements needed in cash management °

practices at the completion .of the review. .




EEILIR PR * CHAPTER 2

'MANAGEMENT PRACTICES AT

PARTICTPATING INSTITHTiONS SR

a . -
. . ¢

-Each . tnstitutlon part1c1patang in" the D1reéthoan P

Program is respon51ble for awarding loans -and adm1n1ster-1

. ing the billing and ‘collection activities. - Generally,.

¢3vadm1n1strat10n of the Direct Loan Program is- ‘per formed:
. by _two _separate offices  of an institution--the f1nanc1a1‘

aid office and the business office: ' The f1nanc1al-a1d

' offrge is responsible for . determ;n}ng the eligibility’
of prospective students and for approving loans. Unlike

most other Federal student aid programs, the Direct Loan

Program requires commitment and involvement on the part
~of the institutions long after students have compléeted
their studies.’ This is a result of the repayment require-

- ments:of the loans. Institutions usually assign

respons1b111ty for loan collectlon to the business’ off1ce;

PROGRAM ABMINiSTRATiQN " f_ - R - o

At most of the schools 1ncluded 1n our rev1ew, the

financial aid and busSiness offices. Only f1ve schools had

‘a single office responsible for the program. We discussed

w1th school off1c1a1s how they administered: the program e

Aiallabil;t¥—0f
‘program guidance and Do ,
OE .contacts , ' . A R

Guidance prov1ded by OE to a1d 1nst1tut1ons 1n

adminxster1ng ‘the BIrect ﬁoan Program 1ncludes

A—-enabl1ng leg1slat10n 1nc1ud1ng amendments,

——program regulat1ons,

I

'-—1977-78 ‘Student Financial Aid Handbook.

- In addltton, school officials told us they have received.
OE "dear colleague letters," a Studént Loan Cepllection

Procedures manual, and OE Regional ‘News~-Memoranda. |

=

g
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Of the 19 1nst1tutions We v1s1ted l8 ‘Were . able to
- locate-copiés of the- 1aw§, program regulatlons,-and-pro?;'

ft*»gram,manual. Estimates as to the extent of use of this .

,'-memorandums. /The most:: fnequent responses.yere”“fre-

*llnfﬁrmatlon var1ed from “occaSIOHallY t° “often-l m;

- ey

é&ent“ and "occas1onal " The nature of these contacts

'dlssatlsfactlon w1th the. ass1stance prov1ded »: e

We found no correlatlon between the frequency 6f
contacts with OE and usSe of the aforementioned. program
' guidance and schools® delinquency rates (see p. 3. for
method used). For example, an official at one school,

L

-havrng a delinquency rate of. over 50 -percent at June 30,{

1977, . estimated he used program gu1dance7§97times
f.annually, whereas another official at a school havrng a
5 percent dellnguency rate indicated occa51onal use .of

the guldance. Another off1c1al told us he used\the guld—-

'hdld'not have the lowest dellnquency rates. For . 1nstance,
“one school having a 9 percent delinguency rate had: no_g

. contact. with OE; whereas an official of another school’
with a 59 percent dellnquency rate est1mated four contacts

_ per month.» . : o

\

At the schools in our- rev1ew a total of 73° profes-

sional, 6 paraprofessional, and'178 clerical staff were- o
responsible for administering the program. The size of

the school and its loan program seemed to bear a rela- = -
tionship to the number of staff members who administered

the program; Some schools have only 2 or 3 staff members

to manage the program; others employ. 10 or more . persons.

A breakdown of the stafftng in. the financial aid and =

business offlces is shown 1n the followrng table.

o
Ly

) Fd\
¢




Tene ‘ l‘,:" s \\.. Co | ,
o -No..of No.of N\ i
: o L ';:;profésé- .parapro-. “\ ‘No. of .. . = S
: afflce o sionals féss16nals\ clerical Total -
B . ,'l._.~_A B 7'_. : . B . \' 77; . ’.
F1nanc1al a1d‘ﬁ-' 4 . 4 \. 70 118
~ Business . . . 29 2. \§108 139
. Total. 73 ! - 178. 257

e

oy

gram also work on other programs or perfor other func—'j
tlons. _ . : -

o—day program operattons.

~ Although most schools 1nc1uded in our revie

"billing agents,,some schools' business office pers onnel
_performed the bjlling and. .collection functions. Other
bus1ness off1ce funct1ons 1nclude 7 :

' -vensurlng that prom1ssory notes are s1gned SR

l, ~

N 777777,;,7,, —

'-—maxntalnlng flles of promissory notes;
--disbursing and accounting for loan proceeq/ﬂ

- --monitoring accounting for- and adm1n1strat1on_

fdf program funds, éﬁdf- S e,

--monitortng the services of btlltng and collection

. agencies when. .employed; 1nclud1ng transm1tt1ng the

accounts to’ thé respeét1ve agency.

DUEfDlLIGENCE ‘¢

R

HEW s November 1976 program regulatlons requ1re
participating institutions to exercise due diligence in

the collection of Btrect ﬁoans. .Due dtltgence efforts
include - = - : . L v ;

—-fully d1stlos1ng to. bdrrowers thelf"’ghts and
obl1gat1ons when they sign the promissory notes,

—-conduct1ng an exit interview with borrowers

e R
[

, dele-l..
~ gated the billing and routine collection offloangéto ‘

v



1nterv1ew 1nclud1ng ar s1?ned co”
S ,repayment schedule, 4

.t

they leave school,,. L .
7 . *s;,
,.,-_“3=-establlsh1ng and ma1nta1n1ng r‘ ular b1ll1n A o
.. ¥~ . and’ followup procedures during the per1od 1%{ S

SR whxchrany)outstandtng loan ba}ance rema1ﬁs""-‘“~ ;
mmam L ‘ . :

AL
v

"-—u51ng a co merc1al sk1ptrac1ng organ1zat1on or o
performing the equ1valent seryice with 1nst1tu—u~
tlonal personnel to locate borrowers, and - ’

’r, performing col=.. | .

*--engaglng a collectlon agency,
' personnel or - - [ .

‘borrower. farls to make loan payments.»_,_'o | ‘;"~:.'”;”

’1976 HEW had not spec1f1ed detalled.requ1rements

Functlons performed by bllllng agents 1ncldd ';*ﬂ
. o JL
——contact1ng borrowers dur1ng the gracé pe%

.')y

R —-b1111ng borro?t*fs,, L

‘.‘,‘ . . -

o .

—-rece1V1ng payments and apply1ng them to the

- . respect1Ve accounts,; ,—D'
o r‘ '

correspondence,; e

——processrng deferment and cancellatton forms, and -

_-prov1d1ng var ious, reports,to the sohool "f;'j

<

2

‘ _ The f/;?for these b1ll1ng agents"ServiCes ranged from ~
,“ about 50 cents to nearly $l pet account monthly depend1ng

P
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agehts' efforts (for past due and del1hquent accounts)
‘has been l1m1ted.w (See P. ll ) . : . ,
) a0 l! . N o {-

.:Schools 'dué~3“

- A

Generally the schools ‘we rev1ewed were comply1ng fl,‘

w1th HEW'S November 1976 requlrements for. due d1l1gence.
Howevem 1nd1v1duaL school's wereLlax 1n certa1n éfforts.

: Although all, l9 schools had estab 1shed proéedures
for- conduct1ng exit 1nterv1ews with borrowers, one did

“not_conduct these interviews. . ‘Most of the schools con-

;aduct individual as opposed to group interviews: Pro-

gram. requlgtions require indiyidual. 1nterv1ews, when o
+feasible. 1In most instances the interviews were held
for graduat1ng 'students and those who off1c1ally with-

- drew from _school. For at least 13 schools; studeéents
" who>failed to attend,the exit interview were mailed
~a copy of the interview form ‘to be completed -and
.returned to' the school: Five schoéls did not mail

A'.the forms>to students. " We were’ unable to determ1ne‘

whether the other school ma1led ex1t 1nterv1ew forms.

' Seventeen schools rout1nely provided borrowers -;

'copy. Fourteen s7hpols provrded the borrowers with

— - = - L)

copies of the re#ayment schedule:ﬁhgwever,ionly 1ne
of the schools ‘re

recelpt Most s6~ools do not use certdf1ed mall when

to appear for an exit 1nter-

those borrowers -who : far ed” tc
. vrew--.There was no cofrelation between delinguency:
.-rates‘and the number:wf contacts during the grace period.

ots wh1ch used - b1ll1ng agents wéréﬁiéss

,=l1kely tha ’those which did not to be aware of the num-
ber of co*'acts be1ng made w1th borrowers.: Some s°h99i§,

r of . contacts made during the grace period. For

- ‘the numbs
1nstance/
billing ag

an official at one 2-year .school "thought" the

ent was, making one contact. This school's cum-

" ulative dellnquenqy rate at June 30, eﬂ977 was 26 percent.

1.

P |
@:
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Dur1ng our revrew, an aid dff1cer at another 2-year ﬁff

'd”n1nst1tut10n contacted the school's billing agent to

' determine the number of contacts being made. The

- billing agent s representatrve initially responded

"that he belleved three contacts were made but that -

 he would have to check the regulatlons.- ‘This - 1nst1-

’n.tutlon s cumulatrve del1nquency rate at June 30, 1977,_

We noted that several schools did not turn over

" their. accounts promptly to the billing agent. For

example, oOne: publlc college was cited by -a State offi~

.cial “for turning ‘over accounts lond after the. brlllng
should have. begun. . The official. stated .that some’ -

Cw

accounts were turned over at least 19 months- after'

J—— — - =

‘the gtace period had 'expired. ~This school's cumulatlve'

dellnquency rate at'June 30, 1977, was 50 percent

The’ loss of contact wrth borrowers durlng grace ‘

perrods is a probIem for schools. 'The- schools -in ourp-

.V reviews used varlous technrques to locate borrowers,

1ncludlng - “e N : _ | : T

'--contacttng other campus off1ces (alumn1,

flnan Ial a1d, reglstrar 'S and admlss1ons),'

'7--reques 1ng address correctrons from the post

-

.--contactlng parents, other relat1ves, frlend"
and ne1ghbors,

--conductrng address and’ télephone searches,

--usrng commerc1al sklptraclng facxlrt1es, and
I

--putt1ng a "hold" on requests fér transcrlpts.

0ff1c1aﬁs _at several sqhools told us ‘that privacy
legislatlon had hampered the1r attempts to locate bor-
rowers. . For example,: schools can no longer use the

Internal Revenue Service's skuptracing service--which

5 is: viewed as an effective tool, An official told us

sthat the school’ can ho longer use the State motor Vehicle

adminrstratlon to trace borrowers via their drivers

11cense or Veh1cle registratron Some off1c1als-

, aw
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e ey

éxpiésséé‘?fustratiaﬁréé‘Béiﬁé;chaggéd_ﬁiﬁhgﬁiﬁimiiiﬁ§“_

_théif~gg;@ﬁéﬁéﬁéigfétés,whilé béing,pfégg§d§§;§§§@:f7:___
using these previously proven methpds: An Educational.

" Testing Setvice study did not show that these were .

_the most effective methods for locating;-delinquent °

" borrowers. ' (See pp. 26 and 27.). HEWsregulations state

that~§¢hpoys.shéﬁia use commercial skiptragépg;gérv16é5=_"

.ot ‘perform the equivalent.servite with their qwn. staff.

I P R (AN
Although: the 19 séhoolsfﬁéé*téiféétfon*ggggggifggf_

their past due and delinquent accounts; the Success"of

the agents' efforts has been-limited: For_example, at

June 30, 1977, on _delinquent. loans having cumulative .
.- principal outstanding ,of $11.2 million, $5.1 million
- was determined by the 19 schools to be the amount of

- payments which had been overdue longer than 120 days.
--Agents collected $317,950 during the 1976-77 ‘award
period 1/ (or 6.2 pé:cén;)-,fséVéhtééh‘ééhéélé paid

~collection agents $169,809 for their ‘efforts. Two =

- schools' "agents made no collections. The fee for the

: SerViCé‘aﬁérégéd about 53 ‘percent of the amount col-

~lected. Even if 'no additional principal was deter=

mined to be delinguent.'and if about $318,000 {the

approximate amount collected during the 1976=77 award
period) were collected each year, it would take .

~16 years to complete the task of ¢q€1egtiﬁ§; n

accounts. ‘
____ #Although HEW.regulations provide that $chools may
resort to litigétibﬁi.s&héélgfiprgur,sampie;did,ngt o
often use litigation. For example, during the 1976=77
award period, 4 of the 19 schools had accounks in 1iti-
edrs. prior
attempted:
he courts.
nded
igency requested authority

___Although’ HEW regulations provide that

‘gation. Litigation was resorted to less in j
to 1976:77;~73t least two schools have never’

to collect past due or delinquent_accounts in \
At another institution during a 21-month period
May 31, 1977, a collection

to sue 255 borrowers: -ﬁhé;ééﬁaol'approvedglitigétiéh_ B

- for six cases. - : : L — e

__ . Statutes of limitations, which vary from State Eo-
State; -can further complicate collection efforts. For

-

1/3uly 1, 1976=June 30, 1977

—
[
Uy
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‘the nipe States in whigh our samplesschools were

located, the statute of limitatidns ranged from 4 to

. 6 years with a 6-year limit in.seven of the nine States., -

‘Once the statute of limitations expires, the opportunity.
. to collect on accounts for which payments have been ot
5 ‘missed is lost: . . - i . I S
~ 'CORRELATION BETWEEN = .~ =~ =~ NEE A ~
MANAGEMENT PRACTICES . - s T
~ AND DELINQUENCY .~ =~ - S Lt

. ' ’ Lo : /v_
, _After éxamining the schools' Direct Loan managemént
practices, we performed tests of significant difference

to _determine the relationship, if any, between the loan

delinquency rates and each of the following: -~ . N

. N . . 7 - ' ‘ V
--The: schools' funding status (see p: 3)}: =

‘--Theavailability of program guidance (geé.p. 5).

--The frequency of use of this guidance. N

.==The frequency of confacts with OE.:
-=The use of a commercial billing agent.

~-Use of a collection agency:
. o 7'_'7 - » . 7_,_:_7?"_1 7”.77; '777,7 5 Lt - - . N2 . put - “‘
--Whether the school performs verification of informa=

tion submitted by aid applicamts or their parents;

L L
=-Whether the school d1scu55és,w;th'borrowers _

. the nature and obligation of a Direct Loan when |

. they sign the promissory notes:..

--Whether the school provides truth-in“lending
Statements to borrower

promissory-notes.

?lfhen they §igp‘thé L o
-=Whether the school conducts exit interviews.

_.==Whether the school provides students with copies

of promissory notes (when they sign them). and:

repayment schedules (before they 1eave'séhool);* .

--Whether the échbéiWgégg;gégfﬁégiéﬁéfs.tb,acknbwiéagé
receipt of copies of promissory notes and :repayment

_Schedules as part of the exit interview procedures:

~

T
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. -=The number of contacts during the ;grace:period. "
~=-Whether the schools take delinguent borfowers .+ |
to court. S T AP A

e L

.." - Of these.items, only one showed a significant . ." -
.relationship to delinquency rates:.. Those schools in: . .

©'odE review -having higher delingiiency rates were more .
‘likely to use a commercial 'billing agent than schools: '

whichi did their own billing. .There are at least two. .-
.possible explanations. : Schools. which -were having prob- =

.lems with high delinquency may have elected ta use a . & ‘. _

- *billing agent in order to (1)'éigﬁiﬁégélbgiglleviatejj:fj LT
‘the problem or (2) simply get ri ‘of the:résponsibility o
‘for servicing the accounts: . - - T LT '

' " We.did not perform a multivariate correlatiom = .t

- -analysis to determine how a combination‘“of. the manage- - e
- ment pracfices relates.to delingiiency or' whether bor-' =~ .~ -, .
rower risk-profile charactéristics (see, ch. 4) affect: poy

- institutions' delinguency rates more than'their @ -
_.management p:ECtICéS;‘_]D ol AT R

A

s

I - ‘ . . ] 7 _
CONCLUSIONS[';:f ot S U R AU

¢« .

_: "Schools included ‘in the, review were, For the most:
.. part, complying With HEW's Novemher 1976 due’ diligence-
requirements. Wé did.find isolated:cases of noncompli-

afce and discussed Ehé;éfﬁéﬁgggéﬁaéifoffibiélsz-ﬁschoblé_ SREPRARY

vary in executing due diligence requirements, 'such as. . LT

exit interviews; centacts durin ~the grace period, anpd . -
B : A . ' '

the use of ljtigation:’ - T , o ‘ P
o S - SR S TP S
v A correlation analysis of: various manageément - . .
 Practices and delinquency rates identified only one _

glearcut;rélatibnéhipé;thé.ﬁéé'6f7§9m@ercialfbillih§- v

‘agents is related to delingdency rates. Schools using
L biﬁliﬁgiaqghts tended ‘to have higher delinquency rates. . et
.~~possibly because the situation had gotten out of hand © .7

before' the accounts were sent to the-agent. . ot
B T s , 4
- Something which would not have shown up-in our .. : o
analysis but which'could be.a factor.in the :schools’ ~ -
abilities to- achieve a revolving fund status ig that . ..
- . : L - . ? T .- ' 9 . c ‘* Yo,
! -~ - 2 N : -
. ’\ bk/ . 6 ; ,". $ o ;o
. s \
’ ' " : r. .o ! N ‘r
j . ” ‘ . . '\.-.;7 e /&;’;
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HEWYS deté&ie& requirementszer due'ﬁlllgence were

. not prdmuigated until November 1976.

_those; schools»whlch are. complylng with these requtre—"

B ments:may. hdve ia relatlveIY'buleﬂ history of due .

dxllgence‘efquts; .and ‘eonseqlently, their dellﬁ§§?nc? o

i’ ‘rates may.gontinue to be high for @emg%ggmé.- These - '@ﬁi
.,schoois  may requtre several,years befote they teallze : ‘ '

3"‘ aea&aﬁts., B

RPN In.our, qplnlon'xt is unllkély that many schcols §
partxclpatlng in the Direct Loan Program will achieve .

't"a self sustaining revolvlng funa'status anytime soon_
éven 1% they adhere*ftgidiy to: HEW' §; relatlvely .new due

dzitgedce requlrements.aw ot

L i

o

s

il
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8chool officials expressed frustration-at being denied

., are hampered in their efforts to locate borrowers by
restrictive legisiation and regulations. -

AT _SCHOOLS REVIEWED

R o P . . .
L , ‘ o A o

HIGH LOAN DELINQUENCY

We calculated the cumulative delingéiency rates at

June 30, 1977, for the schools we reviewed. The.rates

‘ranged from 5 to 78 percent. The overall rate was 21 .

percent. Of 14 schools which had delinquency rates of

- at least 18 percent; 8 had rates of 30 percent or'

higher. These high rates.can result from a combination ';
’ §ff§op;gpllablefand‘gncpntrblléblé,féctbisjﬁ;ﬁ;éongggii;
able factor. is the effectiveness of the schools' loan

collection procedures. Among the uncontrollable
factors are | SRR S

~=legislation which requires ‘schools to lend to
nearly all eligible--needy--students and which
prohibits the use of cosigners on loans; ahd

--privacy considerations which may preclude $chools

from locating borrowers through such diverse '

means as drivers license and vehicle registration,
or-enhancing collections by providing informa-
tion 03 delinquent accdunté“tbﬁcrédit bureaus::

. . N . B . - - : - \"

new capital contfibutions or having  their requests for | .;4 §f 

. funds reduced because of .excessive delinquency when they ~ & )
- (1) have little control :

v v oy . ¥

1 over who receives loans and (2)

,,,,,
G

[
RER] -

The cumulative delinguency rates at Juné 30, 1977,

for the 19 schools in our review ranged from 5 to 78
- percent. (See app. II). Fourteen'schools had a cumu-

lative delinquency rate of 18 percent or higher; 8 had
rates of 30 percent or higher. As of June.-30; 1977,
average delinduent amounts at.the 19 schools ranged

from $159 to $729 pér borrower.. As stated.bn page 11, on

at June 30, 1977, of $11.2 million, schdols reported

‘delinguent loans having cumulative principal outstanding,

that $5.1 million was the amount of payments which had
been overdue longer than 120 days. - The following table

shows cumulative delinquency rates for the schools. ,
reviewed. . .. L -
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) ) jt B -7:35'
‘ :”i”As.of et As: Gf "l;~i. fsrwi; Ag. OF o
o June' 80; 1977 - . __jiifie 30, 1976__ " ' June 30, 1975
} _Number . Number 7, Number _ . N
: DelingnEncy - "of .insti~ ° Percent , of ‘insti- Peztent ‘.of insti- ﬁercent.o’: -
tate '~ ‘tutions . of ‘g - . tutions - of. BERR tut;gns of o
in percent ¢ reporting -total - reportlng.*tetal., : reﬁorting tstal
. Tl 10_ f S5 L 2.3 & aw 5 ;‘}'éé‘i
) 11-30. 0 7 36.8 5 2673 . 5 263,
31 =60 .6 31.5 9 o T47.80 8 4201
~ Over 60 a7.1 5.3 b/ 1 5.3 ¢/ 1 - 5:3°
'w, T ‘ 7 R ‘-.'"" { Rt
Total T 19 100.0 - "~ 19 . . -100.0 - 19 100.0
T \; ==; - . : . ==L . o == o
~a/78 pergent ;,:b. o : v ’ I { :

g'b/81 percent (same school as note a). Lt IR

.‘,__c/84 percent (same sehooI as note aj..

‘

The tahle shows a short-térm 1mprovement toward lower
_>delinquency rates,,however, analysis over:.a longer

~period would provide a better measure of trends in “the . -

= habuiiben W

delinquenqy Jfates. Because 1nformatlon was not avail-,-ﬁ;;.
X able we cquld not develop such trend data. Also, the. -

.above analysis shows " the schools® cumulat1Ve delanuency

'rates, rather than. annual rates sp that changes in the ,

schoois situations -afe less .clear. than they would be

. if the dellnqueacy rates were expressed in annual terms,

Therefore, we uSed a formula .generated by  the Edgcatlonal

"Testing Service in.its" study of the Direct Loah” Program

‘( see p. le‘to caléulate annual rates--the amounts _

paSt due 1 year or less expreSSed 3s a.percentage of

the collections for the year plus the amounts past due

yearcor 1ess.-, SRS ,w

- W analyzed annUal rates for the 19 schools for -
the 12~month’. periods ended ine-30, 1975; 1976 ‘and 1977.

The results of this. analys15 showed that the situation

was improving at only seven schools. ' At these geven

Schools; the net decrease:in the annual - dellnquency
rates from 1975 to 1977 ranged from 14 to 63 percent:
One school's rate did not change. , Thé remaining 1%

schools showed net 1ncreases (in the1r rates) ranglng

3.

Y
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from 23 to 733 percent, 1/ Delinquency rates increased

- at three of the five Ziyggg;égb;iéfgéﬁéélé'andiat all |
three of the pfgﬁt;é?éijfgghogls,included in . our review.

' For more details, see appendix III. -

nked ‘the 19 schools in order of annual dedig- -

- We ¢ gedd
-‘from-highest to' lowest for each of the 3 .

.years, ;dufféﬁalysiéf§56Wéd.thafggﬁé;féiéﬁiie position

. ‘#of sevéﬁ?gchbdlé»didﬂg@gfﬁéfj7§§;more thanjthreé‘ppsié
- tions between any 2 years. DPositions of the remaining -
12 schools showed greater variation between any 2 years.

We also noted‘tha;;7ibf;thé-19;échbbls.ééﬁéisféﬁéi§'ﬁéa-_-

the highest delinquéncy rates:during each of the 3 years. -

All but one of these "seven schools were either 2-year
public or proprietary schools. .. . R

iy

‘' Of the 19 schools in our review, 5 did not réquest

~new_Federal capital contributions, 5 requested But were
.- denied ney monies; and the remaining 9 requested and
received Federal capital contributions for the 1977-78
award-period. The followifg table provides a breakdown; .
using OE's most recent déliﬁﬁﬁé§§§ffatgfcategctiéé,_bf

the number of schools we. reviewed which fell in each "
. category as of June 30, 1977. n o

Ta

.. Did not ' Were .. . Requested ande
Delinquency fequest denied . ' ‘received @ .-

___rate funds,';l- fuﬁas o funds .

- 10
11 - 30
.. 31 - 60 ,
~Over 60 . a/

SRRy
1
N e W

-~

Lo 1wl

¥

Total

L

S, 5
IO

a/78.percent .~

g

o)

1/The school .with a 733 percent increase was a 2-year

private nonprofit institution which experienced an -
increase in_its annual delinquency rate from 3 to 25
percent. Although the percentage increase is high, .
this does not mean that the school had the worst | .

faéliﬁﬁﬁgngy;problem;,.76;7ih§t§ﬁ§§;”§7§i§ggig;ary‘

=y S B
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: ;p)aecembér‘197i,fos estimated the delindue

flj§§§é7§§figiiipattjcipatiﬁg;schébls at’12 pércent = - .
.. and the rate for 2-yeaf public institutions at 31 S

" percent--the highéétiémbﬁg'Eﬁéfig;iguS'typésgbfﬂ
. 8schools. Our analysis of delinguency rates for
the 19 schools reviewed showed that when ranked .
- from the highest to the -lowest; 2-year public and .
proprietary schools have.the highest' cumulative . -

- ~delinquency rates. For example, at June 30, 1977;
© .6 of the 10 schools having the highest cumulative -

i

ar . public and proprietary -
schools.  Appendix II lists schools by type .and ..

- +théir ‘cumulative delinquency rates at June.30, 1977,

‘delingquency rates were 2-year public

' The results of 6ﬁi;éﬁéi§§is;éppéér to be-similar .
by the staff: of the Board of Gover-

" to_those reported by the of " oard o
nors of California Community Colleges for California

schools in a_September. 1977 report to the Board of

.~ Governors. 7Théfré§6tt-Staﬁéajghgggthe‘délinQUéhcyf"?.“_
" rate among California community colleges was more than
" 40 percent--or four times the rate of either the S
University of California or the State University and

.~ Colleges. The report méﬁ;ibﬁéd,SEVétéiﬁfggggfgfwhiéﬁ,
. contributed to the unusually hiQh‘aéiinquenqy_ragg; -

/", . "First, and the major contribution to this.

~problem, is:that in past years institutions .
.were not only urged by the Office of Educa- ' . = ]
‘tion to use loan funds but were prohibited - .' .
from ai§§fiﬁinatingfforﬂan?‘:ééébﬁ,régataiﬁg,
the award of Jloans to students.  Thus; for a
~student who had an unmet -financial need and
‘who may have been a:poor loan risk; the aid .
.,  officer had no legal means of denying that - ,
+_ ' student loan funds if the money' was available.

Research documents that Community .Colleges
ttéaitiéﬁéiiy'enrOII:the;majbritylbflthéllbﬁ-

~ intome/disadvantaged students.who may be in  * .
- the higher ‘loan risk category. However., high -
. délinquency rates have-been not onlyithe result

pf réétrigtivé O.E. guidgiiﬁééfbggfof, poor COl:

- lection efforts by the institutions. Other . .
than lack of adequate staffing, a factor added

to the collection problems, is the mobility

of Community College students and the lack. .

[
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;»tstudents future enrollment status., Aid . offi- .
. ‘cers claim that with insufficient financial
aid staff, both in the business- and financiail

! B aid offices, they. are unable to properly dif-

ferentiate between those students who drop-out ° &

from those who transfer to another institution.

Because of the lack of sophlstlcated methods to .-

- determine the enrollment 'status. of these
students, they are: slmoly reported as 'delin-

_quent.' 1In a high majorilty of cases, ‘Community

College students transfery and do not inform

the aid.office of their new enrollment status

and/or their new or forwarding address.  As.a

result, this student: is recorded as- 'dellnquentilf,

at - the previous 1nst1tut1on.?fl, SR

The regort encouraged instltutrons ‘to undertake_

'a cost/benefit- analysis to determine if. continued

' participation in the program was advantageous to . .

el

the instttutron and its students.--

7o~ ~

folclals at the schools in our: review c1ted _

~_some of the following reasons for high- delinquency

rates.

-

{i _ ; -—Statutory 1anguage does not, emphaslze credit

management processes such as preloan credit

-Checks, and. legislatlon precludes schools’ from

requiring cosigners or from ‘denying loans to._

certain students who are cons1dered poor credtt
risks. . .

| "Students éi:é tfa’nsito"i:y";

: --Tne7Integna;73eyenue7$erv1ce s sklptraclng
‘ service cannot be used 7 ~;'vj

L --Strong collection efforts, unt11 recent years,il
s . were not used. ‘. : : ,

i

e

i .4' .
I/B.R. 6715 QSEE Congress, ‘which would restore OE s

authority to use this service, was passed by.the
House of Representatives on OctoBer 17; 1977. O©On

February 3, 1978, the bill was ordered to be reported

out of the Senate Committee on Finance:




coat . - -

- --Technlcal assistance has not béen provided by
anyone; 1nc1ud1ng ‘OE,; to~ help establlsh cred1t

management procedures.

'”9.--Studentsﬂhave not ﬁlled deferment forms and
‘reported address changes. : : .

--Students do not understand ‘the repayment '.ft,

obligation, desglte the fact that they sign

prom1ssory notes and- attend exit 1nterv1ews. '

#7‘C9RREEATiﬁN43E$WEEN
. OTHER FACTORS_AND
;DELINQUENCYV‘ -

-

C In addltlon to anaiyzxng management practlces and
'delinquency (see ch: 2), we examlned other factors'
..relationship to dellnquency. For. example; .among the

.factors were - . ' SR
---_type ofv institution’i L L

77747,7777

g--percentage of Direct ﬁoan rec1p1ents to total
enrollment, : : _ ,

}-percentage of total aid rec1p1ents to

tota1 enroiiment-“,- g

--the averaSe deiinquent amount per dellnquent

. borrower-_ .

o ::thé average ﬁirect ioan amauﬁt; and\» E !
. i e
_--the year in which the school first ﬁarticiﬁated

Q f" the program.
. . Of the segen ;tems examlned three showed a 51gn1f-_
f,flC&thtg%gFIOﬁShIp to. dellnquency (1) the. type of .

~ institution, (2) the percentage of Direct Loan-: rec1p1-

<=7 : %'

ents to total a1d recipients, and (3) the\year: in which
. the school firg t participated in the program. Of:-the .
519 schools rev d the 5 hav:ng the bngﬁest cumulatlve

SN 2SN

R
3
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o 57—' 'l;. ,,,l’,',' oL < IR R 2
- .delinquengy rates were four 2-year public schools and
~one proprietary institudtion. - c :

BOEEN T i 7’ ) e ; -7{‘7 n _ l. K .777; )
. _The chmylative delinquency rates for the seven
schools which have been in the Direct Loan Program
since it began ranged from 5 to 3

5 to 30 percent (4 of the
7 had rates of 10 percent or less). The rates for nine

- Schools which entered the program in 1966 or later _
‘ranged from.7 to.78 percent (5 of the 9 had rates of

more than 30 percent). One explanation.is that all

schools which have been in the program since it.started

- are 4-year ‘institutions, which have already been shown .
‘to_have lower delinguency rates: Also; many coémmunity
colleges did not enter the program until the mid=19605 .
or later; and these schools' typically have higher .

delinquency rates. '

An inverse relationship: existed between delinduency -

§ﬁ§-£5é,pgopbrtion_of.Diréétﬂnéggfgégigggﬁgg;56‘Eééai B
aid recipients. That is, the lower a school's ratio of
Direct Loan recipients to togai,aidfrecipients;ithé A

- higher its delinquency rate tended to be.
oD = A T L e
__Two other factors showed some (but not a .
significant).relationship to delinqguency rates:
o I o L - - . L
' —fThe.;atibwof_Diréct Loan recipients' to total
. enrollmént. ' - ~ e =

Fal

~ -=The average loan amount: - S

- . .An inverse reldtionship was indicated between .
delinquency and the number of Direct Loan.recipients
‘compared to total enroilment. Thus, higher delin-
‘quency rates are ‘found among schools having a low ratio’
‘of Direct Loan recipients. to total enrollment. A pos-

sible reason is that-uch schools have a-relatively
low investment, in the program and may therefore lack

.the necessary concernregarding- delinquent accounts;

'~ Lower delinquency fatéstéré‘moré.comméﬁ.améﬁé"

.5chools having a higher average loan amount. The type
of institution may explain this situation because '

- most -schools having the higher averMge loans pér- student -

were 4-year institutions which typically have lower. -
' delinquency rates: : T S -

.
~




‘Loan Program, The organlzatlon proposed a. comprehenslve-

e

 EDUCATIONAL TESTING. SERVICE B A

-STUDY RESULTS

. 777§9A@ay 1970,7the Educatlonal ﬂestlng Serv1ce R
submitted a proposal to_and subsequently contracted with,

OE to perform a_study of the National Defense Student . ‘,;ft;

study to SR . ‘
::detérﬁiﬁé whether the" leglslatlve intent had been*

met,.‘g_ N

program s 1mpact, and . ét- o _ f-- ) f - ,'>jt

‘h—~make speciftc recommendatlons for 1mprov1ng the o
' §prm and admrnxstratlon of the program.,v o

’eworganlzatlon (1) ma11ed questlonnalres to 1oan

offxcials (financial aid and fiscal) at all partxcrpat;ng

.1n§t1tutions, {2) 1nterv1ewed officials at 35 insti-

‘tutions, (3)*interviewed 10 to 20 borrowers at each.

S~

" .of the 35 schools; and (4) analyzed data obtained from

'the1r delinqueney rates; .institution billing. proce—

-

-.Exlt 1nterV1e C e

vdures, usé of commercial bllllng and  collection serv

schools' appilcattons for funds and expendlture reports.

;*1 Aithoughfthe organlzatlon did not send OE a final :
'report on the study results because of. jgvolvement in. .-

other work’ it sent. some prelamlnary resufts to OE in

" July 1974. The analyses ingluded: - the relatlonshlp;,

between institutions’ -administrative practices and

dures; institution deferment. and cancellation proce- /

ices; -procedures for pursuing dellnquent borrowers, - -

delinquency rates; and maintaining -contacts during .
the grace period.  In its analysis, the Educational -

Testing Servige us ed annual delihquency rates rather

than cumulatrve rates because the firm felt annual

rates would be more respons1ve to ‘the ‘schobls'

admlntstratxve practlces in’ a given year. A discus- -
sion of the f1rm S f/ydrngs follows. R

The study showed that schoois hav1ng 1ower dell””_

quency rates were more likely ‘to conduct exit inter=

views with nearly all graduating borrowers and vicé . -
versa.' The study reported that many’ schools have ,,ﬁ’”

oy . EE I ‘- ; 7 - ,,,.,_‘
Loy . Lo . T D . e e,
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. . E ,)_ 3‘
:dlfflculty arranglng exit interviews with - students :
- who jterminate before graduating because these: students

' gen raiiy “leave with little or.no advance notices

'»There was also a srgnrfxcant relatronshrp,between con- ;p*

ductlng exit 1nterV1ews w1th ﬂropouts and dellnquency

~“;rates.;gﬁ,7, L S .

N

"There"was no ngnlflcant relat1onsh1p between’ -

,“*ﬂﬁdellnquency rates and schools' methods for conducting'f

" interviews. (i.e:; individual versus’ group sessions):

The’ flndrng suggests. that the method of’ conductlng

*the ‘interview .is not nearly as 1mportant as the actual

;conduct of the 1nterv1ew.

/

7".

School off1c1als Were asked whether, durlng the ex1t

'3i-interV1ew, the schedule of repayment ‘was. discussed and,

N

-ing ‘of Eheir repayment oblrgattons. ‘Analysts .of responses

e L. o4 T AN

;nq;cated that schgols_W1th ‘lower dellnquency rates were-
more llkely to discuss the repayment schedule during the :
vrnterv1ew. There was a- sagnlflcant relationship between _

. delinguency rates and._the percelved borrowers' understand-

';1ng, after the 1ntérv1ew, of“thexr repayment obltgations.

The,study aiso revéaled‘that schools with’ lower

S 3 —_4_ - N T - -T2 =X TE=ET ;

;'deirnquency rates were somewhdt more. llkely to ‘obtain -

the address of:the‘borrower!s parents and vice. versa.

- 'Bowever there were no cleargut relationships between -
delinguency. rates and: the obtalnlng, dur1ng the eéxit
.-Lnterv1ew,lof O ‘;_”, I “:}, S

:ﬂﬁ.,F :;thé‘borrower s address for the first brllrng;w

~ --the addressfof references,

7
;-7the_address of the borrOwer s béhg;*?'.r B

s church, o

. m}”?-the"address\ 'S
o e i“"'
s

"7the borrower

---the;aédress : présent employer .
. °"",i; . .

.-

jf borrower

Cancel&atio

. The' studymqueried”instltutlons on the1r ‘adminis-
trative arrangéments regardlng cancellation and deferf.,

~ ‘ment forms. Only, 15 percent:of the schools which

responded -sent” these forms to ail borrowers._ About 40

e
., e

e
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‘ ~‘§éréént of the schools ‘sent. the forms to*only those o

borrowers who _requésted them.. Two-year schools (both

public and pr1vate) were more-likely than other. types

: ,of schools to expect borrowers to request the forms._ P

The study asked f1scal off1c1als to ident1fy

probiem areas in admrn1ster1ng the loan Pprogram by

~ indicating :the. degree of difficulty exper:;A**

‘several aspects of the program, ‘inclu
‘1ng borrowers! eligibrirty for cance¥

‘deférments; deter@rngng amounts to b han‘elled .and”

‘others. ‘The majority of schools (about 70 percent)

had littIe. or no difficulty determ1n1ng e1191b1l1ty

" for cancellations. A similar. situation existed for: jg”'f;;fé

. determining deferment el1glb111ty \Wwith- 73 percent of.

- the schools expressing little or no: d1ff1culty.ﬁ Of ~

the various types of schools, 4~jyear ‘schools had the

_least. d1ff1culty in ‘their eligibility determinations.'*

for both cancellations ‘and. deferments. i

- ' . . }
T .. Bbout. two-th1rds of the schools respond1ng had
little or no-d1ff1culty determining amounts to be

canceled. However’, schools’ apparently had more dif-
: flculty'1n ma1nta1n1ng records to allow postponementvi

. of installmerts’ ‘in anttcipat1on of cancéllat1ons. S

About: 23 percent of the schools had some. ‘or. eon~- . -

siderable difficulty in this area, with 4—year public

~Institutions- having somewhat more - d1ff1cu1ty than other -

types of’ schools. : U | ‘
_ One of ‘the b1ggest problems for schools 1s t1mely

submwss1on by borrowers' of their: cancellation and defer-
. ‘ment formsr, For. example, the study showed th@t over 55

- percént_ had ‘some .or considerable d1ff1culty in: obta1n1ng

t1mely sub@rssggn of cancellation forms and '62. ?ercent

had similar Problems with deferment forms. Fou
;public schools experienced more difftculty than

lar - ems ~-year "

other

tYpES of schools. ' e 7 D /1f j@
Use of commerc1al b11 LT Q', . O Lﬁ“'5f5‘
-and collection_ services . - - L R s

‘ More than one-th1rd of ‘the schools 1ncludgd " .the

Educat;onal Testing -Service's.study used a commef ial
b1111ng service. Although the Testing Serv1ce d1d ot

. define ”hard—core" delinquent accounts,; it did d1st1n-ﬂ-

" guish between all and- hard-core- delinquent accounts; )
The study showed that about 25 percent of the schoois T

_ll . . IR
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A

~ used. an-outsidé collection agency for all délinquent
‘accounts, whereas 40 percent of the schools used a col=-

",léctigﬁ;égéﬁéy for hard-core accounts. The study.

' revealed that private institutions were .more likely

'to use a biliing service, whereas public schools made -

“more . use of collection agencies.
. Other due diligence.efforts
: . : “ ;."(;l;‘f{i . :

There are numerous procedures schools may employ

as well as administrative sanctions they may take with
- respect to boirowers in repayment status. _For example;
‘the study queried 'school: officials about the number . -

of times delinquent borrowers are weminded of their -
obligations before legal action is considered. The

majority (33, percent) of the .schools indicated a fre-
guency of'fiVE'bgtﬁété’Eimes; : ' -

"~ Bmong the sanctions used by schools included in the =

" study were e S BN ) e '

’:—337§éE§én£iég§é§§éé péﬁaity-Ehéigéé for loans not
- paid when due, | 7’ - s :

" --64 percent prohibited release of grade -

transcripts for delinquent borrowers, -

. =483_percent sent’ letters threatening legal

'~ -action to delinquent borrqwers, .
-+ =-68 percent turned delinquent accounts over.'

.to a lawyer or a collection agency, and

Q—ié,ﬁérééﬁé charged the borrower for
- collection costs: = . . . .

_The Educational Testing Service ‘study queried

-« fiscal officers about the degree of difficulty of

' several administrative functions such as complying
with truth-in=lending legislation, preparing-OE's -
fiscal operations reports (the end-of-year expendi-

~.tures tépbtt)i/iéEéiﬁiﬁgfprqussiQQal,éﬁd,Cléfiééli..

staff for loan billing and collections, éﬂajlgcating g

delinquent: borrowers. :Of the above functions, -
schools had -the Qréétést,diffiéuiéf;;g§atigg;fjjé
delinquent borrowers. ' About 80 percent indicated

some or considerable difficulty performing th{é“tééka'
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'.these furictions.

and schools’ ‘to whlch grade transcr1pts have been sent:'

Qﬂ':

'had d1ff1cult¥ locatrng borrowers, and 60 percent
“of the 2-year private schools 1dént1f1ed locating .

borrowers as a somewhat or constderable problem.

.

Over. 50° percent of the schools expressed some or4'

'cons1derable d1ff1culty malntaln1ng contact w1th bor-

rovers between the time they leave School and when

‘their first payment is due, and preparing OE' safiscal

have more- problems in these areas. than did the pr1vate

.operat1ohs reports., Public institutions appeared to

' 1nst1tut1ons. Yoo o Co Ly

R ~—m— —— 5 —— — &

respons1b1e for loan bllllng and collectlons did

.not seem to be a major problem for Schools 1ncluded

in the study. Over 50 percent sStated that they had

little or no difficulty retaining staff to perform

yut 25 percent stated the quest1on

m; The Educational Testing Service. -

did not apply to the
concluded that most o

‘the schools in this category

: probabiy used commercaal b1111ng serv1ces. S

‘GE has determ1ned that truth- 1n—lend1ng

reqh1rements apply to lenders part1c1pat1ng in the %;

Direct Loan Program. "Fiscal officers were asked the ;

extent of. d1ff1culty in complytng ‘with Ehese requ1re-. j

ments, . Nearly 80 percent responded with "little or

‘no difficulty. About 13 percent of public universi-'

ties and 12 percent-of 4-year ‘private schools, 1nd1—';-

cated some or: con51derab1e d1ff1culty.._'; - - & -

‘armed forces; merchants retall credlt assoc1at1ons--*

«

Flscal officers reported that the most effect1ve,'

‘method for locating dellngqent borrowers was contact- = ..
--ing- their parents. ' Seventy-two percent stated: that ;.

such contact was fairly or very effective.. The next "-'."

most effective way was contacting the alumni’ off1ce

;'(38 perceﬁt), followed by contacts with schools to

which transcrlpts had been sent (31 percent), Armed

'l
. . - . Ed . . Y‘



4

"percent), and drlvers 11cense agenclies _

ST b have higher delrnquency rétes,-

Al‘,;' 1

Forges (25 percent), Federal sg;ptr c1ng servxce (22
(lO percent)'

The study compared varrous admlngstratlve

'practlees wrth schools' delrnquéncy rates, revealrng;d

that : . S SN k)

..v"

2--schools ‘with the 1owesgﬁde11nquEncy rates were
© % more . 11Re1y to . rOutrnely send teacher cancella—

tion request forms: (OE. requires 'borrowers ‘who ' ;

teach to file these formsreach“yearias .a pre-
reqursrte to. cancelrng a portion"of the. Blrect

. Loans) only to borrowers who taught“the»greced—
" ing year. Conversely : :schools wh1ch'senuvthe

',forms to. all borrowers ‘and those which ‘sent-

-forms only upon the borrowers"requests tended

-¥%chools whrch took the - 1n1t1at1ve and sent

. request for-deferment- forms to borrowers rather - "

than wartrng for. students to request the forms,

_; . were more 11kely to have 1ower delrnquency rates,

'--schools with lower delrnguency rates were ‘more -
-likely to prepare brlls manually than by com- .
7 . _buter, S . ' ’

kily to use: a commerclairbrllrng servrce,.

 --there was fo srgnrfrcant relatlongnlp between'

‘rate l/ or between assessment of penalty charges

‘;Jf' the. frequency of billing and the. delrnQEency

-and delinquency rates,

“--schools wrth lower delrnquency rates were more:

11kely to send five or more reminders to delrn-
quent berrowers, L ) 5 :
';-'--schools With lower deliﬁéuencijfates were;moref

for 1e11nquent borrowers, I

Sy

11ke1y to pyohibit release of grade transcrrpts -

" : G -
¥ Y e ¢
T _

E A —— z

e - A IR Ea . .
A ‘ . . o

more likely to send quarterly bills.

l/However, sohools wrth the best cOllectron féééfé;ﬁéigw;

— . . . : . g

--e;hools w1th hrgher delrnquency rates were m°re.'g”.;m



ﬂsxaoams;molrnpgovs PROGRAM f

'concnusxousr o ~-3;_'__,, CoL .

.|l . B ) : - 3 : N . .. ,‘ t ‘ : 6
—-there was - no 51gn1f1cant relationshtp between

dellnquency rates and whether schools sent o

. letters threatentng legal aéégan to del1nquent S
borrowers, S

."aitb9999,99t,a s1gn1f1cant dlfference,,a somewhatﬁ
- i higher pertentage (76 versus ‘70) of schog pls with

~ lower delinquency rates than schools with hléﬁef‘

A dellnquency rates turned accounts over £&

"“--charglngidel;nquent borrowers for collection i
costsfappeaned to begr iuttlé relationship to - * '

a- school s del1nquency rate, and

"Q~~there was no significant relatxonshtp between T
 permitting partlal payments and a school' '
dellnquency rate. : : ¢

Yo

- - The study s overall conclus1on was that a hlgher'l

delinquency rate was associdted with

-being a 2—year
1nstitution, using '‘a billing serv1c-1§;e1ng a publie

.institution, and: billing on a month1146r;b1monthly

basis.  Lower rates were associated with having exit

1nterv1ews <With students who drop out’ of school,fturn—

.ing dellnqgent“accounts over to a lawyer or collection

.'agency, d1s”s§1ngwthe repayment schedule during’ the

exit ‘intetvie l“«l:gegng ‘a ‘university, and. conduct1ng

'ex1t 1ntervxe S w1th graduat1ng borrowers.» O

A key factor is the
Direct Loan default rate. Only institutions; with'

a high rate were  included _on. the list of- schools -

scheduled for program reviews. The reviews: are tenta—

" tively scheduled for April-September of 1978*

/-

i:enrollment, the number of ‘aid rec1p1ents, and loan

-t

iﬁ 6uf.analys1s of - varaous factors, such as’ total

o ¢ "1 . aon 3



CER

: pr1mary factor related to de11nquency rates——2—year
public and proprietary institutions appear ‘to have :

© the greatest problems with, delinquency. These

‘points are supported- by other studies. . The year in’
 which’the séhool first entered. the program-and the. ,

-.groportlon of Direct Loan to total aid: rec1plents also-

“b*ar‘ﬁ slgn1f1cant relationshlp to- de11nquency. “In

r-clpxeﬂts and are: 4- year Instltutxons whxch tend

T e R i —

”5hayefiower dellnqu ncy rates.

1{agenc1es.f chever, they have 11ttlé control
' & Iaspects Bf the program because:

<
5
v"

e (needy) students, and

i

£0° nearly all“ellglbb

————— —

A —pflvgggfgonsxderatxons hamper schools"efforts
e gto 1ocate borrowers.:” : : :
ff.iti“ We noted that flve of the schools in our review

hav1ng dellnquency rates of over 30 percent’ either

. did not reéquest new’ Federal capital contrjbutions or

" were denied them’ by ‘OE; however,; two- others d1d rece1ve
,new funds. . 5 ,

A posslble sanctlon HEW could use is to deny new

| funds to schools if their delinguency rates. exceed a:
" certain maximum- percentage. However,'a probleém in .

- using this- sanction is that the dellnquency rate may
-reflect (1) bad management practices’ in. years past

which have subsequentiy been improved; (2) a school

'whlch has a high: proportxon of hlgh‘rlsk borrowersﬁ;:

- -..and (3) other conrected or seemlngly valid -reasons.’
In order to .decide which schools' rates are due to.,

f:thelr own poor ‘collection efforts or other adm1n1s— ,tgjfﬁd”

- J.delanuency rate such as 36 percent and rev1ew the
.. . - . . - N

T AN
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A A
g manaéément practlces of 1nst1tutlons w1th rates i s
exceedlng this 1limit and thé trends. in their delin-. = .

‘quency rates. . As: noted HEW. has -‘planned reviews = ..
at 2,000 participating 1nst1tutlons which have'” 0

1nd1cattons of - probiems in admxnxsterlng and man-

aging student assrstance programs.

Schools whlch have a dellnquency rate of 30" per-~
cent or more or which have rates that ‘appear. to.be .
1ncrea51ng because of the schools' poo{ management '

. practices would be déclared ineligible"for new capital
contributions ‘until they had act’ed to. éorréct these man- .

agement weaknesses. This wouId serve as an 1ncent1ve

- for. schools to control or reduce D1rect Loan dellnquency

rates.
‘;f, As ment1oned on_ page 29 ex1st1ng program leglslat1on
requires schools to lend to nearly all eligible students

and, privacy consxderatxons hamper thexr attempts to -
locate borrowers. : _ o

"~

These two uncontrollables from the, schools(-

v1ewpoxnt ralse two guestlons that m1ght warrant

con51deratlon.

b'-—Should efforts. be made to lowetldelinquency
rates. through tightening. e&igib:lity require-
ments,; thus’ eltm;nattng htgh~;

sk'borrowers i

ks from the program? P

"-—Should privacy conslderatlons, wh1ch hamper

. efforts to locate dellnquent borrowers, be
, relaxed? R -

- ' [ *fiflf eltgibltty requ1rement§7are ttgh-ened . '
*some students who - deserve Direct Loans might ‘be: deemed ,

ineligible if tHelr credlt ‘worthiness is a: factor in.

determining eligibility: . Also, .if privacy

" tions are . relaxed, 1nd1V1duals prlvacy ‘would ‘be sacri- E@
- ficed to some; extent in order to enable schools ‘to locate;'J

borrowers.-

t am deiinquency rate e

_Even if the overall’ prqg am d
stabtltzes, there w111 ‘be a contlnulng need for Federal




RISK PROFILES OF BORROWERS

Because of trme constratnts we anaiyzed rtsk

',proftle 1nformatton at only 18 of’ ‘the 19 schools .in

‘our review: Direct 'Loan recipients dlsplay different .

academrc, ‘financial; and demographic characterlstlcs.

fSomé of tHese characteristics can be. rélated to whether.

- the recipients repay their loans ‘on t1me, whlch has -
an impact on schools' needs for Federal capxtal con- ..

ontime and delinquent borrowers, l/ schools can

'tr1butlons. Also, by analyzing’ drfferences between _&gl

- .better predict borrower - characterlstlcs.that wgll

more 11kely result 1n a dellnquent acqount. ,w

o pro—:le 1nformat1on.-»We then determxned freguency

strtbutxons for the totad sample and each subsample

(ontime and delinquent).  We performea ‘tests of ‘8igni-

ficant difference concerning these characterlﬁtlcs

for each subsample. This chapter addfFesses: the’ ex1st-3fv,
ing situation at _the 18 schools and the charactertsttcs:;

which were significantly dtfferent between our ontxme'
. and- dellnquent samples.’ R .

"?_SAMPEE,eaasaemsaismrcs

The unlverse of ontlme and dellﬁqueﬁt borrowers,

as determined from OE's fiscal operations_ reports ‘as

of June 30, 1977, and records at 18 sébools ‘included E? ’

. in, the risk proflle segment of the - revtew, was 13,732

Y

,,,,,,,,,, - '5'41,.’..9
'-_/entxme borrowers are those whose repayantSahave been

made on schedule. Delinquent borxdwefs ate those who.

have missed one or more. payments by more than 120 days. o

Borrowers whose accounts were 1—%26 days past due wefe-

not -included in our sample because these borrowers

-+ could display attrtbutes og both'Ontime and delinquent

# -

borrowers., : Celd y B
: L -' 5&5 G ‘ - {“l'v P ," .
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'and 13, 397 respectively._i/ Gorrespondrgg sample sizes
were 664 and 667. - , E

The ontlme group’ represented 49 9 p[rcent of the

were delinquentf

~ -total sample, and the remaining students
Of those borrowers for whom data ‘'was avaiiabie, .demo-

-graphlc characterlstlcs -of the two: group comblned_ ’
were as follows-" o Y \};_ _ vﬁﬁtm;hwe

cent 'and 48.4 percent, reSpect1vely.-
—

--Male and female students represehted 51.6 per-f: :

N,

T students represented 30 percent; and hrspanxcs,

native Americans, and orientals répresented T
percent..' o : = o _»

--The average age of’students at the\trme of . the1r

ast Dire T

1ast Direct Loan was 21 years. o _ A"

i

- =-Most students came from famllies of six
members or less, usually w1th oniy one member

e-About 80 percent 6f'the'students weré'sinéie.‘;a'

—-About 75 percent came from wp-parent’famllles
. .living together at the t1me the student- appired
. for a ioan. : .

--Dependent students constrtuted 54 percent of the

total sample; 26 percent were. 1ndependent and

~7 the rest were not claSS1f1ed

’--Based an budget categorles included on need
analysfs forms, students in our. sample 'were as
"7 follows: In-State students residing oncampus (42

percent), In-State commuter students (44 percent),

i

v

the- delinquency rate is. 50 percent because deirnquency

rates referred to. throughout this report are the result

of déllar calculations (not‘tﬁe number of borrowers),

-
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Out-of-State students residing oncampus ‘of -

commuting (6 pérCéht);_éﬁd’"bthér" (8 percent):

Some students in our sample received other aid

in"addition to Direct ‘Loans: For example, 21 percent.

Leceived Supplemental Educational Opportunity Grants; -
- 23 percent received College Work-Study; 7 percent =

received Basic ‘Educational.Opportunity Grants; 6 per-

cent received Guaranteed Student. Loans; 25 percent: .

“-received State grants; and 9 percent received private

- Scholagships. 'We/‘did. not. analyze students" total aid -

' The ‘Majority of Students had loans which went:

. into‘repayment status between 1970 and 1977--with over -
50 percent entering repayment between 1974 and 1977; .

About: 70- percent of the students were on a quarterly
billing:plan. ~ Another .17 -percent were billed monthly.

 Slightly over 36 perci;ivof'the_studenEs.paid-theirv 

time; whereas 43 percent did’

first installment on & L 5
not. We were. unable to determine the payment history .

' . of the remaining students. - We determined that; as of,
' *.Jdune 307 1977, 43 percent of the Students were actually

~.within the factors studied:  The overall factgd

'?'status:- Data was géllected‘on

between the ontime and deling

on time even though the numbers obtained from OE and -

school records indicated 50 percent were on time: Of

‘those delinguent borrowers for whom information was = s * |
~available, 41 percent had missed more than three’ L
payments. , o

BOﬁRDWER\§R6g$%ES T . S

__ i We developed profiles of the characteristics most
and-least associated with Direct Loan delinquency by

considering both ‘the significance of the difference

. linquent groups on overall -. s
factors and the specific breakdown of characteristics Vo
777777777 : studied
)irect Loan '

were demographic, financial, acgdemic, and

ch ix 1V desc
development of borrower profile

each factor. Appen

ibes: in detail the -

. - - - - L ﬁ,,,‘,,;,,,,f . ._ ) -
- _The following table ‘shows the characteristics most
and lééét'éééééiéﬁéa with delinquency. :

‘H'l\‘
@D



Characterlstlcs
least _associated

‘  with dellnguency

:-Berng an- 1n-State
B student , - ‘
Hav1ng proportlonately

eharacterlstlcs

most assoc1ated

with dellnquency

'irBlack, htspanic, or'

1ncome, educattonai cost,'

family contribution; and

-assets from- summer savings
: Reiatrvely hlgher grade

901nt averages and"

- Significantly hlgher loan
~amounts '

- Béing ‘on annua1 repayment

plans

"} ment ,on t1me

_native American

Divorced, separated,

or ‘widowed -

Being an: out-of-State'/)
~ student ot .
Hav1ng proporttonateiy o

- educatronal cost,“

family contribution,
and assets from '
summer savings

Lower academlc stand-' :

loan amounts

Be1ng on monthly or'

- quarterly repayment'
_ plans: -

Not making the first .

1nsta11ment on time - g

. The above descr1pt1on of Brrect Loan ontlme and

'dellnquent borrowers portrays general characteristics -

‘which; based on our analyses of sampled records, exhlbit

a re1at1ve1y htgh degree of rel

" When used as

tton with

ationship 'to loan- repay— ,
general guidelines. in conjunc-
other factors involved in the Direet Loan Pro--

'gram, they may provide addltlonal 1nformatron and 1n51gnt

Into the dec191onmak1ng proCess:

M

[y

RN

u

- ;:



' CHAPTER 5 R e
SCOPE OF REVIEW u;fﬁf' PR

. ".

_Our review was conducted at Office of Educatien
headquarters in. Washington, D.C., and at 19 .post~ .-
secondary educational institutions in 9 States. .The
~institutions visited were four 4-year public; four .

4-year private nonprofit/ five 2-year public, three

2-year private nonprofitNcolleges; and three pro-
~prietary schools. : S

T

77777 We examined student aid files, loan account., '

ledgers, and other documents. :Using proforma qués-

‘tions for the management practices portion of our -
review, we interviewed financial aid officials, busi- '~
- ness officers; and other institutional personnel. We

also held discussions with OF headquarters officials.

To assess the delinquency situation at the schools .

in our review, we calculated {according to the OE' mefhod
as noted -on p.. 3) schools"cumulative delinquency rates
at June 30, 1977, -and compared these rates with those
calculated by OE for the 2 previous years. Also, we ~
performed correlation analyses between the cumulative .
~ delinquency rates at June 30, 1977, and certain adminis-
- trative practices at the schools to determine whether -
adherence to HEW's due diligence criteria was'signifi--.

cant in minimizing the delinquéncy rate. ' In addition,

- we calculated annual delinquency.rates (using the

‘methcd ‘noted on b. 16) for the. periods ended: June 30,: .
1975, 1976, and 1977. ' Lo o o ERR

‘The 19 schools included in our review of insgitu-

tions' management of the Direct Loan Program accglunt

for -about 1 percent of the ‘cumulative-outstandin
_voiumelsiqce the program’g,inCépti§ﬁ. '

SAMPLE SELECTION-= . =
- INSTITUTIONS AND STUDENTS -

..

' judgmental basis; giving consideration to the following: . = 7 .

/ [

(1 (N " N

[l
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-
.

, -“Whether the school was receiving new Federal . “7F)
LT _-capitdl contributions. NG BRI

el C : T
_, StUdéhE;fiiéégWEggfselected'usihgnréhdbm sampling

.

; ": 1[' 'V._..
- fechniques. The purpose of our analyses was to identify . -
' Student_factors (demographic, financial need, academic,

Direét Loan status). which may be iﬁ@icatorg;oﬁ_qeﬂinquéhcy .

" epnd could'be uyseful in identifying a risk profile of . i
¢ borrowers. Two samples--one for ontime ‘borrowsérs and =~ =~
~.the other for delinquent borrowers--weré selected. The

- ’sample sizes were 664 and.667, respectively. Our analysis: ' .-
focused on identifying characteristics,.of borrowers.which . ..

.differed significantly between the ontime and delinguent -

agroupss” Lt L. LT o o v R

-

Tae e
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v CHAPTER 6

! S i. S S

B . - l . .
On Apr1l 12 l978, we dlscussed the contents

of this report - w1th Department of Health, Education,

~and Welfare officials from the Office of the Secretary- iih'

and the Office of Education. ST ] o

-

These ofﬁtcrals told usd that for schools to . attaln

.a Self—susta1ning revolv1ng fund status;, postseCOndary

education costs and enrollments would -have to remain
stable or schools would have' to receive massive:

increases in finamcial aid. Although student ald has

1ncreased the cost of postsecondary educatlon has

’were collected;nschools m1ght cont1nue to need Federal

-'fassoc1ated w1th dellnquency rates, ‘these off1c1als,.
- "based on their knowledge of socioceconomie¢’ studies;

- positive correlation existed between high. del1nquency_f
CLop. 131 They told us’ that, in,the past, they had

-billing agents. ' A‘similar correlatton was found by
the .Educational Testing- Service study cqnducted in

E5sect1c>ns of the report L e

caprtal contr1but1ons.,-

HEW off1c1als noted that borrower character1st1cs

were not included invqur correlation analysis of- manage— v

ment practlces and_ ﬁel1nquency “They: said that a
ult1var1ate correlation analys1s of deltnquency,~v%

management practices; and borrower characterlstlcs

"probably would have 'shown' that borrower characterlstlcs fi

P e e g B SN

Regard1ng the : borroﬁer character1st1cs fost closely

told us that there- could be a high corretation among

factors such as race,; dropouts;, and employment status.5f1'

Wa agree ‘that thts could be true.ll' : nnufu

Also, they were coricer ned about our f1ndlng that a‘~

rates and the use of commercgal bllllng agents; - (Se€e

~ -encouraged - schools with+high deltnquency rates to use__;f-

the early 1970s. (See §a§e 27 ) -

Gther comments have been 1ncorporated 1n appropf;l
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SIS . NOUINSS, S.C. ,, : . L . e . o

0 N ) . . T . " . ot -

A - - V. DOMEICI, N. MEX. O — T . - ' e . . -

EEEER YUY Winifed Slates Bonale T

' : [ coMMITTRRoNTHEBuDGET | -

M004 T, G EVOV, STAPY CARECTOR Whiﬁiﬁﬁ. D.C. 20510 - ° ; .

- The HonorableEimer B, Staats b October 3,-1977 -
: Comptroller General of the United States R ‘ =
General_Accounting-Office Building - - :
" 441 G Street D =
- Washington, D.C. 20548 - Y , éﬁx.‘ '
 Dear Eimer: IR T U S C
The General Accounting Office report on the Nationai Direct. Student

Loan-Program, dated June 27, 1977, is of interest to the Senate Budget

Committee as ‘it prepares to consider the FY 1979 Budget. This letter

is a iéﬁhgsfﬁfdr'a further review by the GAO of the :status ‘of the NDSL. LN
funds at'the institutional level.. If, as-was intended in the original - s
legislation, the.FEdéril,CEbitil,Epntribution;jgﬁ;gfbgf]gpsédjjthéSé, o

ing status. I am requesting :that. you .conduct

funds ‘must. move to_ a revoly

© - . 8 survey of a sample of institution§”tgfjdgﬁtify,thé'Stétﬁéﬁdf-these
"~ funds and to look at factors that explain. the apparent differences
among institutions in establishing a revolving fund. "In particular, - :

we are interested in the management practices characteristic of the "~ ¥

Institutions and the risk profile of borrowers that impact on the . - e

ability to create a revolving fund. _We are also interested in deter- . ' G
* mining.the delinquency rate and the effectiveness of institutional - .. A
- collection activities, since these factors contribute to-the size of o o =X

the fund and its -ability to achieve revolving status as originally . .

- intended by Congress. e L. o R 35
C . - ;_‘- L .7 ';’-‘;i::’ . o 7”.”7”,7;777;.7,.. L ””’7777 v ¢ L ) f
T The 5ﬁ§WéF§-t°.th§$§”9995§1§ﬂ5¢8111,bé,impogtanﬁéto,thg Budget = S
'Cgmmjt;égstr§01éW'6f,éducatiohffund1ng during deliberations on the B
- FY 1979 budget resolution. R : ‘
. 1Inorder to insure the availability of this information prior to .

. the Committee's work on the FY 1979 budget, I would 1ike to receivea .

- report_from you By,aanuarg;§1;;19z§37 Qnristiffs‘can,neet,to,woyk;gutﬁﬁ R

:-::ghe;dg;ajlsfﬂé;éSSihi:tbfeeqduct this survey. Your help in this matter .

-+, will:be greatly appreciated. . o : :

CWithbest Wishes, Tam o
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- L P {note b) j (percenti :

f2-year public: RV o8

>

SRR gearpdblic ' ¢ RN L. B9

; Cc " ; Z-year public L R TI | :.TL: 53

Do ; D Z-year public T o R-INV. -:ﬂ' —'f' j;_Sﬁ
.;‘Q - E _;;i-'." Proprietary T 'QNR ' ;Jﬁ - ‘ ;t?;,_

F . - 2-year private ) . RV T 42

’ d-year private oo R=INV . 38 . .
Cgegear ubiic 0 M- T 30

. o

Cproprietary - W . 27

Cu . e

Car tZ-year publie s o R-INV ; ) B o8
-y% pub]‘lc - AR ; ."'; L éﬁ :
- ‘4:year private ?ﬁ;fﬁv e fv " 20
C2year private M. N i
Cdeyear private - | RV |

é..‘vw o = .= rox
STRRY-

Proprietary © . . RV
©L Aearpublic  C . W -

T Y
AR
N L TR Y

4:year auma o T S

) ﬂéngamputed by GAO using, 0 s former method (see p 3 )
ﬁi OE_has categorized - the schodls as: 3 R
#. R-V_-"voluntarily did not request Federal capital eontributions _

R=INV - requested but did not receive _contributions.
NR - requested and rEceived contributions

'- PR T ,,, ../J.
h '\ﬂl" : - i v
S
AN
a

K3
EN R

‘ . ;‘jc L 9
R
P 4?&* :

“2yearprivate . RV 2% -



APPENDIX III L o e SR AI:PENDIX iIIM

. ANNUAL DELINQUENCY RITES FOR =~ . . ' "
_ TNE 12-MONTH PERIODS ERDED JUNE 40—1915—1%76. AND 1977 ) . (-‘
T ) Percentage
Incresse - . : ~ 1increasg -
. (decrease)' : {decrease)
5 in rates in rates :
- ' o . - from 1975 from 1975 "
- 1976 - e Yo 1997 S ito 1977

a4 .61 33 } N N S (63)

L 8 s R

R SR R T T
T () . - (18

- s A gy L gy
o B 3 a e (28)
‘ _ : 7. . (6 Poopey
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o x
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bj sFpr type of school re(ér;o app. i : o O '
ﬁ; Change over a l-yea: period o : . ) o ‘ o
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| APPENDIX IV iy e APPENﬁIif

| DsCHNIcAL apeENDIXx' . .
N % ON RISK PROFILE ANALYSIS
,VWWW,WNJH éﬁdﬁéffVE T
,'L'fherp&fpésé'dfthé'aﬁalysis'was'toiéétermine ;
‘whether a relationship exists in.background charac-.’

v

teristics betﬁeggfstudéhté.ﬁﬁbprépay'fﬁéiifﬁiiéct Lﬁahs;l“

'(6htiﬁ§7§6ff6ﬁers)land those who do not (delinguent -

- borrowers). - -

,P&df,priméry}fééfééé ﬁéfégiaénhifiéd far.sgﬁayg-:?.

. demographic, financial, academic, and Direct Loan status. :

Data was'then collected on several variables for each
factor. Demographic data included the student's personal-
.Characteristics, fifancial data include-the student's

\and his/her family's financiak assets and requirements;"

jjﬂhéiéééaéﬁféjfﬁct6t9§ddré§éeajtbefé@udent's educational .

- standing, -and Diréct Loan status included details on

individual Stﬁdéhﬁé‘:;@éﬁé;i;fﬁe‘daté'wésybéliééf"ﬁ from

~records at 18 preselected schools. throughout the Uhited

NALYTICAL APPROACH

Eifféféﬁééswambhj:éampiéa,éidﬁﬁé'éép be attributed

- b

to -

. —-randbm‘vafiaﬁi6§7§ge;to.Samplihgftéthéifﬁﬁéﬁ;fw
mékiﬁg’afiﬁo.perceht review of the entire popu-
lation; or: . i - | S

I IR A TS . .
. =*an_underlying, systematic difference among '
s - the groups. .- T . o
N ) . W . . 4 oy
gf;@@plyingfagptbptiéﬁé,éféﬁigﬁigal techniques, it is
possible to identify those variables whose observed |
différéhCé§4ééhﬁéEL@édﬁg;;y explained by sampling
variation. It can,therefore be concliided that those
variables tend to be rélated to the subject groups.

Our objective was to. identify the characteristics of . .

Diréct Loar'recipients, if any, which exhibit systematic

differences between ontime and delinguent borrowers. o
By evaluating ‘and combining such ‘traits, characteristics
most and least associated with loan_delinquency were
developed. We did not perform a multivariate correla--
tion analysis to. determine how a combination of, these

characteristics relates to delinquency.

. ¢ 5ia
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METHODOLOGY
e S . Sk o L
____The data was sfalyzed using two statistical =~ -
mp;ocedurés;ithé,éj‘isquéfé'tééi.6f3§§§tisticalwsigni-~

ficance with related measures ‘'of associa
Iélafibﬁ)fﬁaﬁgi
Each is design

ifferences between sample Meags t
- to measure the degree of relatedness. = ..
pendent . i

or dependence qf variables.|’ In, eachcdse, the-dépendent ;

" variable vas deRined as Diréct Loan payment status (ontime : ' |
. or delinquent). ' The.indepéndent variables were the various

- characteristics previously cifed. The particular statis-"
.jticalvtéét;éppliédsdépéﬁ@é,;7 - ho _
.. Was measured: - The results of these tests weré then “lUsed

n. how the independent variable

~to -establish whether or' not the differences, in each
independent variable; between the:groups of ontime and
delinquent borrowers-were statistically significant.. ~ ~ ~.>
. _"Significance" in this sSense means that our sample dif- . .
-'fgféncggfgan7be;p;pjectéd to the population; there- . E
- fore, concluding that a true difference in the twp g;pula-"'
. e

tions of loan’recipients.existed: - - . o

| STATISTICAL CRITERIA USED ' =+

_Whére sampling is uged; conclusions cannot be . - -

. rehched with absolute certainty. Statistiscal gignifi- . -

- cance is a measure of the probability. that.a wrong con~' .

.clusion can be -made;: Specifically, it is the probability )

- of ‘concluding that -there 'is.a difference between the |

two groups of borrowers, when in fact, there is no real .
{;U'diﬁféréﬁC§a"i ool ST L ST ;;ji:
o ' s L : ’ ‘ ST A

[
. R .

o al——

.:6ufa5ﬁaiyéé§géfé based ‘on - the gjﬁéraiiy_écééptéé”sﬂé i

significahge level of no more than 5 percent (95 per- , /. .
oent confidence level that we ‘have reached the right = e

- decision) with regard to any given variable regarding -
. ~ontime and delinquent borrowers. Only those variables
.. Meeting this criteria were considered to be character- SN

o lstics serving to distinguish between the two groups. el
J.. Variables.with a significance level of 1 percant or = =

. ~less are inferpreted as "highly significant,” that 4s, - s
a _high degree of certainty that the groups do, in fact;

differ. Also, several measures of statistical: ags
‘tion (correlation) between the borrower groups g

variables were considered in determining th
of relationships. L : '
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APPENDIX IV

KﬁiﬁiéisgﬁﬂgﬁﬁTS'
Demographic

.~ Only student race showed
relationship to loan payment-

'-géiﬁgﬁg-afjbléck'stuaéﬁté;aél

of white and 11 percent of or

The: variables, marital s

- (i.e.; in-State versus out-of
‘at the 2-percent level. .Divo
~widowed students. tended to ha

(68 percent)’than single’ stud

~percent loan delinquency rate
was significantly higher : than
“/residents and commuters: =

.~ .Characteristics which "di
significant ‘differences betwe
quent groups' were sex, studen
pendent or dependent), age, f

. Status at the time the loan was, made or at the time of :

~a highly significant
status, with about 80 .

inquent ‘versus 41.percent
iental students: ' C

tatus, and student type'
-State) were significant-
rced, separated; and
VE.EVhighét §é1iﬁdﬁé§9yg§gte
ents (50 pércent). The 72¢
among out-of-State student§

the;SG,pgrcent.raté of o

d not show statistically
en the ontime and dellin-

" APPENDIX IV

t financial status (inde-, .. = . |

amily size; and employment:" .

2

' our’ analyses. There was, however, a‘relatively high .

degree of correlation to curr
. with. 78 percent of7the ontime

2 statistically significant d
~'status (although there. was a

between Current. employment st

- status) could result from the

ent 1/ employment. status,
‘group currently employed
delinquents. The “Yack .of
ifference for employment

high dégtee of correlation
atus and. loan.repaymént
small number of sample "

§b§egva§ipn§; It is therefore possible that current

employment status may ‘affect
‘but additional research wéyld
:. o - 7‘7: , " . < .'7.'
Financial 2/ e
__ Average p |
percent) greater,. cost of edu

v

RS
T o
LT

A/7Cucsent® yreters fo the employment status at thi ¢
¢h

~"" the borro

‘2/Dollar levels are anniial amounts: .. _

parental total income was about $1,400 -(27

er provided .the informatioh to the s

the delinquency rate,
be. required.
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A
-

cation was $250'-(10 percent)
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greater; and;family contf ibif;
‘greater for the ontime group:®

foR; Was $290 (32 percent)
> group; 2"In_each case ‘the dif- ,
ference was highly significant. There was no Signifi- -

- ‘cant difference between the two groups on, student-

financial need--the excess of cost of education over. L
family contribution--even: though there were differences - L

> - 1nd education and. .
- family contribution). Apparently,. the ‘ontime group's it .

ig the individual components (cost of

higher \cost ‘of: éducation tends to.be offset -by. the
similarly-higher ‘améunt o

amount of family contribution.

. financial need apdfﬁotal;aid;iéCEiVédf(théﬁ-i%@;ﬁged';i SIETIRRS
cremaining after all aid hafidheen awarded). Average | . o L.
unmet need was about $109'fdfvthé.déiinqgentfgrbup and .-

i - PRI R P o . o ,,,v;,i,,,,.,‘; . - .
Unmet need ‘is' defined as the difference between o y

.. 964 for the ontime group. ;Egygygigfthe;;esdltstéréj&ﬂﬂ- o
;*HQE,GQnCIuSiVé:dué‘tér1é§§é;2§;iaticn5;ambﬁgxél;; ol e
students and the number of cases where unmet: need was e

-less-than.zétag;:Thé';éEtegggituétibﬁ,agiSés:ﬁhéﬁa,;-

q@;fjnihciél'éid,téééi?éawgxgeedsffiﬁaﬁciél,ﬁééd;” The.

| Pioportions of-delinguent’and ontime ‘borrowers with . ' g
unmet need of “lessthan $1,000 is about equally dis- A ST

tributed. As unmet need increased above $1,000, the

proportion of delinquent. borrowers increased signifi=: .
cantly. - - . LT - TR A
iy The ontime group had significantly higher asséts

from summer savings, about $100, Of 24 percent, than the ... -
delinquent .group, The :
Petween the groups in ‘total aid received.. |
- _7’ .o -. L I o L . "i _ ,..'l; e Sl
Academié : S e T Vo o

-~

Tbege,was.ﬁo'§iqﬁifiéantgdiffe:énce_” S

_ .- Each measure of academic standing 'showed a highly R
significant relationship to loan statws, with.the delin- = . .
. quency. rate much lower among the more -accomplished . -
Students.: Qver 63 percent of the students who graduated- -

‘kept their loan payments current, compared to oniy 35 . . ,
percent of the nongiaduates. The cumulative grade point-. - . *
‘average was signifiraftly higher in, the .ontime group., . - . L.
(2:7 versus 2.3), - Of 'the_students with gradsipoint . e
averages of 2.0 or lessy-73 percent were delinquent in = = "~

_ ;peirgpayménté.,;CbﬁVétéélygi§f;studentsfWith]évérégés_ -3
oyer 3.0, only 33 percent were delinquent.. Scholastic SR
aptitude test scores were also significé”tIY'hiQHggifgr T.ié‘ %31
thé,bﬁtimé,qféﬁﬁfjagggt;34,pbiﬁté,highé: iﬁ,Eﬁé7§g§nti—‘,‘;'ﬁ&gﬂﬁw
tative test and 36 points higher in-the verbal test). Ny

; - . . .
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. ot

. Variables related to individual loans similarly -

#:8tatus.” Thé delinquefcy rate among borrowers on
. monthly and quarterly repay

,ﬁgﬁé?éa“a*highly,sigﬁifiééﬁt relationship to repayment = »

ment plans was signifi-.

- cantly higher (51 percent and.53 percent, respectively)
than those making annual: paymerits (38 percent). The
- relationship ‘between delinquency ‘and whether the first

'About 82 percent of the on rou

installment was made on time was even more pronounced.
_the ontime group had made. their
~ first payment on time, whereas only 18 percent:.of the

" dé;gpquent;group-ﬁéauaéﬁé'§b:‘,q .

ﬁéaﬁé-éﬁégfiﬁgiféﬁé?ﬁéﬁtfﬁtatds,dﬁ;iﬁg‘1;???6?'4'._,7ﬁf
earlier a-markedly lower .delinquency rate’ (44 .
percent) than those after 1971 (over 52 percent).

- The latter rate could become .even higher because some

.eatlier had

_recent loans would not yet have had time to become e
qdelinquéﬁt;',@hiéaﬁééﬂéﬁﬁﬁbrtegfbgfgn;gdditional;tést“-

fthat showed almost 59 pércent of the'loans entering .= = - .
repayment status:between 1972 and 1974 .as delinquent; " -

' o v'ifi"-;,>,',,, e el A i
. - Loan amounts were significantly larger among on= - -
~time. borrowers. The average amount for the ontime
'group (loang;made during; the .latest’ year) was. about . -

$83 (16 percent)“greater; -and the total amount loaneéd,.” i

about $177 {19 percent) greater than those for. the o
delinquent group: . . . . & oo Lo
- BORROWER PROFILES = . - ol *ix'ff.t;‘f', e
L C 7777 R : L .7 E 3;} . » 777 Cot oo
We developed profiles-of the characteri

- he characteristics most' (' ...
and least associated with Direct ' Loan delinguency by @ - =

considering both the significance of the difference - ..

between the ontime and delinquent groups on. overall -
factors as described in this appendix and the specific
breakdown of characteristics within thé factors studied.. .

‘Details of these profiles appear on page 34.
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“APPENDIX V_
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| vSECRETARY OF 'HEALTH, EBHCATIGN,<-

' KND WELFARE' .

 Joseph A, Califano; Jr.v_._:“ ,,,,,, o
' - Jan. 1977

- -Aug. 1975f

f.Feb 1973"

; .

bgyg@fuathew§
Caspar W. Weinberger . ~-',; . Féb. 1
Frank c. Carlucc1 (actlng) _f,. ~dJan.;

co ‘ASSISTANT SECRETARY FOR EBUCATIeﬂi.- v .:j,w;,,f[ L
P Mary F. Berry . . & - . Apr. 1977 ' Present . .
~7Ph111p E. Aust1n<iact1ng) Lo Jani. 1977 . CApri 1977
Virginia Y.  Protter. -~ . - Jﬁné"1974lfW*Jan. 1977

zeharies B. Saunders* Y L o

. (acting): = - .. . . Nov. 1973 = June 1974
Sldney P. Marland Jr. - 7. . Nov. 1972 . Nov. 1973:.

,sa,counxssxonsn OF EDUCATIQN- | R

. Ernest L. Boyer. B oo Tia Apre 1977 ¢ Pri
:William F. Pierce- (actrng)“ . .Jan. 1977

7. Edward Aguirre "' J.quct,fﬂgiﬁ‘“

T o Wilkiam B Plerce (actlng) - -Augi 1976 ..
“oes o Perrel'H. Bell i - .. .June 1974 - Aug,
e 7. John R. Ottina. 3‘“” ’?”"?-;7"" 13- - June
;John R Ottlna (actlng)
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-.:._‘Copres of GAD- reports are avatlable to the generaI;A !
public at a cost of $1.00a. copy. There is nocharge . | -

. for reports furnished. to’ Members  of G'IQngress and
, congr955|onal commsttee staff members OfflCIaIS of

press; . college Ilbrarles faculty members and stiis

‘derits;and non-profit - organizations may receive up
‘to 2 copies free of charge. Requests for Iarger quan- -

trtles should be- accompanled by. payment

'Requesters eﬁmted to reports thhout oharge should .

address thelr requests to C ,.

u. S General Accountlng OfflC&
Distribution" Sectiori, Roorgl\4522
- 441G Street;, NW. .- _

.
.. - .
: LN et
e
. v
5

“the . U.S. “General: Accouhting - Office
‘Supermtendent of, Docunients coupons wnll not

 Washirigton, DT, ?205218

Requesters who are requ|red to pay. for reports

- should send their requests with checks or money‘
i rqders to: . ¥

,'Washlngton DC 26013

Checks pr money orders shcjuld be made payable

: accepted Please do not send cash

. R

" To expedite ftllmg yDur order use the report num-»:“'

ber in_the. low#r left corner and the_ date in- the_w
Tower rlght corner of the front cover. ' s

o
or..
be

_.you want mucroflche copies.

o GAO reports are now avallable on mncroftche ] l,f such ;
-_coples will meet your needs: be\

sure to speclfy that
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